The purpose of the study is to analyze and compare the financial performance of manufacturing firms of Central and South European, Scandinavian and Balkan countries. In addition, the impact of firm's productivity on country's export intensity, foreign direct investments, R&D activity and financing costs is examined. This is the first comparative study making an inter-country, interregional and inter-manufacturing sector comparison of the financial performance of manufacturing firms in European, Scandinavian and Balkan regions through selected countries. This research attempts to investigate the relation of macro variables, such as country export intensity, FDI and R&D on the competitiveness of the manufacturing firms in those countries measured on the firm level. In order to access the factors that affect the competitiveness of the manufacturing firms in each one of the 15 countries of the sample, we run 15 Tobit (truncated) models, using balanced panel data for the period 2008-2011.
Introduction
The competitiveness of the economies of Balkan countries represents a strategic European interest. Wellfunctioning market economies that resistant to global competitive pressures contributing to the political stabilization of the Western Balkan region as well as to growth and jobs for Europe, which is the EU's main policy objective for the years to come. Foreign direct investment (FDI) inflows help sustain economic growth and generate employment in the formal sector, promote exports, rebalance growing trade deficits and maintain the process of economic reconstruction.
This paper makes an inter-country as well as inter-regional and inter-manufacturing sector comparison of the financial performance of manufacturing firms in European, Scandinavian and Balkan regions through selected countries. To the best of our knowledge, there is not such a comparative study so far.
Furthermore, the research attempts to investigate the relation of macro variables, such as country export intensity, FDI and R&D on the competitiveness of the manufacturing firms in those countries measured on the firm level. In current literature, most of the published studies examine the bivariate relationship, theoretically or empirically, between economic growth and exports, economic growth and foreign direct investments or exports and foreign direct investments.
The study is structured as follows: the next section presents relevant literature, while section 3 highlights the methodology as well as the model approach of the study. In section 4, the empirical results of the study are presented and discussed. Section 5 summarizes the empirical findings and draws the policy implications of the study.
Literature Review
The inter-country as well as inter-region comparisons of firms' financial characteristics have concentrated great interest in finance. Comparing the financial performance of diverse groups of firms, [1] and [2] predict the financial performance of healthy and no-healthy firms. Reference [3] compares the overall financial characteristics of U.S. and Japanese manufacturing firms with data from 28 different industries. Reference [4] finds significant differences between the financial performance of U.S.A. and Canadian manufacturing firms. Reference [5] compares U.S., E.U., and Japanese manufacturing firms and finds that their financial performances are significantly different. Reference [6] compares the financial performance of manufacturing firms within the E.U. and concludes that, despite economic integration, the differences between the financial performances of firms in different E.U. countries persist.
R&D and innovation has recognized as key factor of firms' productivity and income gains. In the majority of the empirical studies, economic growth is significantly correlated with foreign direct investments (FDI), exports and R&D investments. FDI inflows can play a vital role in host countries due to the fact that it increases the supply of funds for domestic investments. Furthermore, FDI inflows not only can increase the export capacity of the host country but also encourage the creation of new jobs. In addition, foreign technology transfer through imported inputs and foreign investments lead on the success of the manufacturing sector [7] (Goldberg et al., 2010) .
Reference [8] supports that there exists a triangular relationship among FDI, exports and economic growth. This means that FDI has both direct and indirect effects on economic growth through exports. Reference [9] examined the Granger causality relations among GDP, exports and FDI in Middle East and North Africa (MENA) countries and found that there are bidirectional causality relations among these variables. The technology and expertise (know-how) of multinational firms seems to play vital role for international knowledge transfer. Therefore, FDI lead to significant positive spillover effects on the labor productivity of domestic firms [10] .
Reference [11] investigated the relationship between exports, FDI of Greece over the period of 1960-2002. This study found that there is a long run relation and a causality relation between the examined variables. Reference [12] investigated the relationship among economic growth, exports and FDI for ten European countries over the period [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] . Their study revealed that there is causality relation among FDI, exports and economic growth in four out of ten countries. Reference [13] examined the impact of substantial FDI inflows in producer service sectors on the total factor productivity of Chilean manufacturing firms and suggested that service FDI fostering innovation activities of manufacturing firms and offering opportunities for less competitive firms against industry leaders.
Many empirical studies examined the relationship between innovation-productivity and innovation-exporting activity. The majority of the studies highlight R&D investments as a significant determinant of firm's productivity [14] , while others conclude to the positive correlation between R&D and firm exporting activity [15] . However, there is no clear research indicating the relationship between productivity, exports, R&D and FDI at manufacturing firm-level data.
A debate in empirical studies about the impact of exports on productivity growth, using country or industry level data, exists [16] - [18] using data from 34 countries covering the time period 1995-2006, indicated that exporters are more productive than non-exporters, while exporting does not necessarily improve productivity. In that context, [19] concluded that US manufacturing exporting firms present higher productivity levels, but they have not find evidence that export activity affects productivity growth. Reference [20] using a data sample of UK small firms concluded that firms with exporting activity (regular, irregular and new exporters) have higher productivity measured with sales per worker than non-exporters.
The study investigates at first part the financial performance of manufacturing firms in North and South European, Scandinavian and Balkan Countries and compares them in terms of size, growth, profitability, productivity, liquidity and capital intensity. Through econometric modeling, we focus on the effect of country export intensity on firm level productivity, controlled for FDI, R&D, labor productivity and cost of financing [21] .
Methodology and Data

Data
The study covers the period 2008-2012, taking into account the post economic crisis effects. The data sample consists of 1159 firms from sixteen (16) 
Units
At first, t-test of means is used to check for differences and compare their performance. The variables are used in order to investigate the characteristics of firms in the examining regions:
• Size (total assets, total assets growth), • Firm's growth (sales growth, total assets growth),
• Labor productivity (sales/no. of employees),
• Profitability (gross profit margin, ROA, net profit margin) [22] , • Change in machinery & equipment,
• Inventory turnover, • Capitalization (net fixed assets/total assets),
• Leverage (long term debt/equity) [23] , • Liquidity. In order to access the factors that affect the competitiveness of the manufacturing firms in each one of the 15 countries of the sample, we run 15 Tobit (truncated) models, using balanced panel data for the period 2008-2011, after crisis.
The dependent variable used is a measure of productivity, sales per no of employees for each firm used as proxy for competitiveness, with independent variables macro variables: value of exports for each country, FDI and R&D. More specifically, macro variables that are used are: From the previous (Table 1) , it is observed that for the post crisis period, the most profitable sectors in terms of ROA are: pharmaceuticals, food & beverages and Industrial Engineering sectors. The highest value of Total Assets Growth was shown in Pharmaceuticals, Industrial Engineering and Construction Materials sectors. The most highly levered are Automobiles, Beverages and Chemicals. All sectors show negative net fixed assets formation [24] . The most productive in terms of labor are forestry and paper, food products and automobiles ( Table 4 ).
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Note that from Table 2 , it is concluded that:
1) The highest sales growth was in Pharmaceuticals, Industrial Metals and Food industry, 2) The highest capitalization in Fixed Assets is in Forestry and paper, Industrial metals, Food and Beverages and Metals,
3) The highest gross profit margin was realized in the sectors of Technology Equipment, Pharmaceuticals, Beverages and Forestry-Paper, 4) Investment in new equipment and machinery, a proxy for new technology application was noticed in the sectors of Ind. Metals, Pharmaceuticals and Technology Equipment, the ones with high capitalization.
Results and Discussions
In Table 5 and Table 6 , the performance characteristics of manufacturing firms per region are presented. The results can issue significant indicators about the differences between the financial characteristics of manufacturing firms of Balkan, European and Scandinavian countries.
Scandinavian firms are the largest and present the highest profitability among others. European firms exhibited the highest Total Assets growth and have the highest inventory efficiency, while Balkan countries have the mostly heavily levered firms. Scandinavian firms are the ones with the highest labor productivity [25] .
European and Scandinavian countries show adequate interest coverage ratios and liquidity. Scandinavian firms show no to be affected by the economic crisis with 22.2% average annual sales growth rate. European firms follow with a 10% rate while Balkan firms seem to be hit by the crisis with a negative growth rate of −1.15%. Gross profit margin growth rate is around 10% for both European and Scandinavian countries and only 1.35% for the Balkan manufacture. Scandinavian firms showed the highest investments in Net Fixed Assets. There are many definitions of competitiveness but no agreement on it. The definition may range from the ability to compete, to the capacity of ensuring high profitability, or the aptitude to gain market shares. If a firm is operationally efficient, cost effective and quality conscious, it can provide customers with more value and satisfaction and thus be competitive [26] [27] .
According to Reference [28] , resource based approach, the most commonly used indicators of competitiveness of a firm are operating performance, market performance and profitability. According to Reference [29] , competitiveness in the manufacturing sector is the ability to gain sustainable profits and maintain market share. In most studies, profitability, efficiency or productivity are used as proxies for competitiveness. In the present study, we use the ratio of sales over number of employees, a measure of productivity, as a proxy for competitiveness [30] .
The findings suggest that for all countries except of Greece and Bulgaria, R&D came as a significant determinant of firm level competitiveness. It is especially important for Austria and UK (Due to the lack of data we didn't insert Montenegro's firms in the econometric model, for consistency reasons). FDI is a significant determinant too for all countries at 1% and 5% level of significance, but more critical for Sweden and Lithuania, as indicated by their high coefficient. Export activity is an indication of firm competitiveness but only for Austria, Belgium, Bulgaria, Germany, Italy, Sweden and UK.
Concluding Observations/Policy Implications
The present empirical research suggests that the Scandinavian manufacturing firms are the most dynamic in terms of growth, have the best financial performance and do not show to have been hit by the economic crisis. European firms are in between with Balkan firms showing the worst performance as expected. After 2010, European and Scandinavian firms show an improvement in their profitability, while Balkan countries present significant reduction.
The largest manufacturing firms are in the Scandinavian countries and the smallest in the Balkans with European firms falling in between. European firms are the most effective in the management of their inventories as a strategy to overcome financing problems, thus achieving a high liquidity. Labor productivity is the highest in the Scandinavian countries. This can be explained by the size of the firms and the capital intensity and use of new technology (highest net fixed asset growth). R&D, FDI and export intensity were found to affect positively and significantly the competitiveness of manufacturing firms in the examined countries, measured in terms of labor productivity. Availability of low cost financing, R&D, innovation, FDI and labor productivity should be supported by policy makers.
The development of technological and R&D cooperation among European, Scandinavian and Balkan manufacturing firms is also suggested for a convergence of financial performance and growth of their manufacture. In addition, a separation of the North and South European countries and Greece with a comparative analysis of their firms' performance can be also included.
